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The  in fo rm a tio n  c o n ta in e d  in  th is  re p o r t has been p repa red  fro m  sources co ns id e red  re lia b le , b u t  its  a ccu ra cy  is n o t gua ran teed  b y  us 
and is N O T  necessarily  a c o m p le te  su m m a ry  o f a ll ava ila b le  m a te ria ls  on th e  su b je c t. O p in io n s  expressed here in  d o  n o t necessarily  re fle c t 
In s t i tu te  p o lic y .  R e p ro d u c t io n  o f these m a te ria ls  w ith o u t  p r io r  a pp ro va l o f the  A IC P A  is p ro h ib ite d .
1FEDERAL DEPOSIT INSURANCE CORPORATION
A r is k -b a s e d  c a p i t a l  p ro p o sa l t h a t  re d e f in e s  p rim ary  c a p i t a l ,  a s s ig n s  r i s k  w e ig h ts  to
o n -b a lan ce  sh e e t a s s e ts  and c e r t a in  o f f -b a la n c e  sh e e t ite m s , and la y s  th e
groundwork fo r  e s ta b l is h in g  a  minimum r is k -b a s e d  c a p i t a l  r a t i o  h as been approved 
f o r  p u b l i c  com m ent b y  th e  B oard o f  D i r e c to r s  o f  t h e  FDIC ( s e e  th e  4 /9 /8 7  F ed . 
Reg., pp. 11476-92). The p ro p o sa l i s  based  p a r t l y  on a  j o in t  U nited  S ta te s /U n ite d  
Kingdom A greem en t p ro p o se d  in  J a n u a ry  o f  t h i s  y e a r  b y  th e  FDIC, t h e  F e d e ra l  
R eserve Board, th e  C o m p tro lle r o f  th e  C urrency and th e  Bank o f  England, th e  agency 
s a i d .  The FDIC p r e v io u s ly  i s s u e d  f o r  com m ent a  p r o p o s a l  f o r  a  s u p p le m e n ta l  
a d ju s te d  c a p i t a l  m easure t h a t  th e  agency would c o n s id e r in  tandem  w ith  e x is t in g  
r a t i o s  o f  c a p i t a l  t o  t o t a l  a s s e t s  ( s e e  th e  2 /2 0 /8 6  F ed . Reg., pp. 6 1 2 6 -3 2 ). The 
FDIC h as  re v is e d  t h i s  p ro p o sa l and i s  now seek ing  comments on th e  re v is io n , which 
would ap p ly  to  a l l  FD IC -insured s t a t e  nonmember banks. T h is p ro p o sa l, th e  FDIC 
s a id ,  w ould  1) add  a  r i s k - b a s e d  c a p i t a l  m easu re  t o  b e  u sed  i n  tandem  w ith  
e x i s t i n g  c a p i t a l  r a t i o s  and  2) amend th e  d e f i n i t i o n  o f  p r im a ry  c a p i t a l  f o r  
purposes o f  com puting e x is t in g  c a p i t a l  to  t o t a l  a s s e ts  r a t io s .  A ccording to  th e  
agency, t h i s  re v is e d  p ro p o sa l re p re se n ts  an e f f o r t  t o  e s ta b l i s h  un iform  c a p i t a l  
s ta n d a r d s  f o r  a l l  f e d e r a l l y  s u p e r v is e d  b a n k in g  o r g a n iz a t i o n s  o p e r a t in g  i n  th e  
U nited  S ta te s .  Comments on th e  p ro p o sa l m ust be re c e iv e d  by 6 /8 /8 7 . For fu r th e r  
in fo rm a tio n  c o n ta c t S tephen P f e i f e r  a t  th e  FDIC a t  202/898-6903.
TREASURY, DEPARTMENT OF
P rocedures t o  be fo llo w ed  by f id u c ia r ie s  in  making e s tim a te d  ta x  paym ents fo r  t r u s t s
and e s ta te s  i s  th e  s u b je c t o f  an announcement is su e d  by  th e  IRS (see Announcement
8 7 -3 2 ) . A c co rd in g  t o  t h e  IRS, th e  p ro c e d u re s  w i l l  a s s u r e  t h a t  e s t im a te d  t a x  
paym ents a re  c r e d i te d  to  th e  p ro p e r accoun ts  and w i l l  m inim ize p ro c e ss in g  e r ro r s .  
The agency s a id  i t  h a s  developed a  p re p r in te d  Form 1041-ES, E s tim a ted  Tax Voucher 
f o r  F i d u c i a r i e s ,  f o r  e s t a t e s  and  t r u s t s  t o  u se  when m aking  e s t im a te d  p ay m en ts . 
U nder t h e  Tax R eform  A ct o f  1986, t h i s  i s  th e  f i r s t  y e a r  in  w h ich  t r u s t s  and 
e s t a t e s  a r e  r e q u i r e d  t o  pay  e s t i m a te d  ta x .  The f i r s t  i n s t a l l m e n t  f o r  c a le n d a r  
y ea r t r u s t s  and e s ta te s  i s  due 4 /15 /87 . The IRS re q u e s ts  t h a t  f id u c ia r ie s  paying  
e s t i m a te d  t a x  f o r  m ore th a n  one t r u s t  s u b m it  a  s e p a r a te  Form 1041-ES, and a 
s e p a r a t e  ch eck , f o r  e ach  t r u s t .  H ow ever, th e  ag en cy  n o te s  t h a t  f i d u c i a r i e s  who 
subm it a  s in g le  check fo r  m u lt ip le  t r u s t s  can m inim ize e r r o r s  by  f i l i n g  a  s e p a ra te  
p re p r in te d  e s tim a te d  ta x  voucher fo r  each t r u s t .  Announcement 87-32 w i l l  appear 
in  I n te r n a l  Revenue B u lle t in  1987-16, d a ted  4 /20 /87 .
P roposed  re g u la t io n s  s e t t in g  th e  l i m i t s  o f  p e rm itte d  p o l i t i c a l  a c t i v i t y  fo r  c e r ta in
tax -exem pt p u b lic  c h a r i t i e s  f i l i n g  e le c t io n s  under I n te r n a l  Revenue Code S e c tio n  
501(h) w i l l  o n ly  ap p ly  to  p e r io d s  beg inn ing  a f t e r  th e  d a te  o f  f i n a l  p u b lic a t io n , 
th e  IRS announced  4 /9 /8 7  ( s e e  IR -8 7 -4 9 ) . The ag en cy  a l s o  s a id  th e  f i n a l  
r e g u l a t i o n s  w i l l  p ro v id e  a p p r o p r i a t e  t r a n s i t i o n  ru le s  w ith  r e s p e c t  to  m u ltip le  
y e a r  g r a n t s  aw ard ed  by  p r i v a t e  fo u n d a t io n s  t o  p u b l i c  c h a r i t i e s  b e f o r e  th e  
e f f e c t iv e  d a te  o f  th e  f i n a l  re g u la t io n s . Pending issu an ce  o f  th e  f i n a l  ru le s ,  th e  
ag en cy  s a i d  th e  p ro p o se d  r e g u l a t i o n s  w i l l  n o t  b e  u sed  b y  s e r v i c e  p e r s o n n e l  in  
conducting  exam inations, is s u in g  ru l in g s ,  o r  o th e rw ise  d isp o s in g  o f  any case . The 
p ro p o se d  r e g u l a t i o n s  w e re  p u b l i s h e d  in  th e  1 1 /5 /8 6  F ed . Reg., pp. 40211-23 (s e e  
t h e  1 1 /1 0 /8 6  W ash. R p t. ) . A cco rd in g  t o  th e  ag en cy , t h e  p ro p o se d  r u l e s  t h a t  h av e  
re c e iv e d  s u b s ta n t ia l  comment in c lu d e : th e  d e f in i t io n  o f  lobbying; th e  a l lo c a t io n  
o f  e x p e n se s  and  o th e r  a c c o u n tin g  r u l e s ;  t h e  r e l i a n c e  r u l e s  f o r  g ra n t-m a k in g  by  
p r iv a te  fo u n d a tio n s; and th e  ru le s  concern ing  a f f i l i a t e d  o rg a n iz a tio n s . The IRS 
h as scheduled  a  p u b lic  h e a r in g  on th e  ru le  p ro p o sa l fo r  5 /11/87  and, i f  n ecessary , 
5 /12 / 87 (see  th e  3 /9 /8 7  Wash. R pt.). Anyone w ish ing  t o  speak a t  th e  h e a r in g  m ust 
sen d  a  r e q u e s t  a lo n g  w i th  a  b r i e f  o u t l i n e  o f  th e  p ro p o se d  o r a l  com m ents t o  th e  
agency by  4 /2 0 /8 7 . For f u r th e r  in fo rm a tio n  c o n ta c t Paul A cce tu rra  a t  th e  IRS a t  
202/566-3544.
2TREASURY, DEPARTMENT Of
Temporary and proposed  re g u la t io n s  r e g a rd ing th e  paym ent o f  th e  e x c is e  ta x  by
em ployers re c e iv in g  ( d i r e c t ly  o r  in d i r e c t ly )  re v e rs io n s  o f  q u a l i f i e d  p la n  a s s e t s
re q u ire d  by th e  Tax Reform A ct o f  1986 have been  is su e d  by th e  IRS (see  th e  4 /2 /8 7
F ed . Reg., pp. 10563-64  and  pp. 1058 3 -8 4 ). The new t a x  law  a d d s  s e c t i o n  4980 t o  
th e  I n te r n a l  Revenue Code o f  1986, w hich im poses a  ta x  o f  10 p e rc e n t o f  th e  amount 
o f  any  e m p lo y e r  r e v e r s i o n  fro m  a  q u a l i f i e d  p la n .  The t a x  i s  t o  b e  p a id  on a  
q u a r te r ly  b a s is  by  th e  em ployer m a in ta in in g  th e  p la n . The IRS n o tic e  s t a t e s  t h a t  
th e  ta x  w i l l  be due n o t l a t e r  th a n  th e  l a s t  day o f  th e  second month fo llo w in g  th e  
c a le n d a r q u a r te r  in  which th e  re v e rs io n  o ccu rs . The re g u la t io n s  a r e  proposed  t o  
app ly  to  re v e rs io n s  o c c u rr in g  a f t e r  12/31/85. W ritte n  comments a re  due by 6 /1 /8 7 . 
For f u r th e r  in fo rm a tio n  c o n ta c t Suzanne Tank a t  th e  IRS a t  202/566-3938.
An au to m a tic  tw o-m onth e x te n s io n  to  6 /15 /87  t o  pay th e  f i r s t  in s ta l lm e n t  o f  e s tim a te d
ta x  w i l l  be  g ra n te d  t o  any U.S. c i t i z e n  o r  r e s id e n t  a l i e n  who f i l e s  on a  c a le n d a r-  
y e a r  b a s i s  i f  th o s e  i n d i v i d u a l s  a r e  o u t s id e  t h e  U n ite d  S t a t e s  o r  P u e r to  R ico  on 
4 /15 /87 , th e  IRS announced 4 /9 /8 7  (see  Announcement 87-33). The announcement i s  
"co n tra ry  to  in s t r u c t io n s  co n ta in ed  in  Form 1040ES and v a rio u s  IRS p u b lic a t io n s  
such as P u b lic a tio n  54, Tax Guide fo r  U.S. C it iz e n s  and R esid en ts  Abroad" t h a t  th e  
f i r s t  i n s t a l l m e n t  i s  due 4 /1 5 /8 7 , a c c o rd in g  t o  t h e  IRS. The IRS n o te d  t h a t  th e  
e x te n s io n  to  pay th e  e s tim a te d  ta x  was e lim in a te d  by th e  Tax Reform A ct o f  1984, 
b u t  t h a t  an  e x te n s io n  w as g r a n te d  f o r  p ay m en ts  due 4 /1 5 /8 5  and 4 /1 5 /8 6  in  o r d e r  
" to  g iv e  ta x p a y e r s  am p le  t im e  t o  u n d e r s ta n d  th e  c h an g e s  in  th e  e s t i m a te d  t a x  
p r o v is io n s ."  H ow ever, th e  IRS s a i d  t h a t  t h e  1987 e x te n s io n  i s  t h e  l a s t  su ch  
e x te n s io n  t h a t  w i l l  be  g ra n te d .  A nnouncem ent 8 7 -3 3  w i l l  a p p e a r  i n  I n t e r n a l  
Revenue B u lle t in  No . 1987-16, d a ted  4 /20 /87 .
SPECIAL: CPA TESTIFIES AT S ENATE BANKING HEARING ON  THIRD WORLD DEBT ISSUES
A ccounting and ta x  is s u e s  r e l a t in g  to  U.S. com m ercial banks w ith  lo an  exposures to
h e a v ily  in d eb ted  le s s  developed c o u n tr ie s  (LDCs) was th e  s u b je c t  o f  te s tim o n y
p re se n te d  on 4 /2 /87  by Thomas F. Keaveney, CPA t o  th e  S enate  Banking Subcom m ittee
on I n te r n a t io n a l  F inance & M onetary P o licy , w hich i s  c h a ire d  b y  Sen. P au l Sarbanes 
(D-MD). Mr. Keaveney, who i s  a  p a r tn e r  and N a tio n a l D ire c to r  -  Banking fo r  P e a t 
Marwick M ain & Co., s a id ,  " In  my o p in io n ,  t h e  fram ew o rk  o f  g e n e r a l l y  a c c e p te d  
acco u n tin g  p r in c ip le s  as a p p lie d  to  LDC d e b t h as  n o t d e tra c te d  from  th e  o rd e r ly  
a n d  d i s c i p l i n e d  p r o c e s s  o f  r e s t r u c t u r i n g  a n d  e x p a n d in g  LDC a n d  b a n k e r  
r e la t io n s h ip s .  In  f a c t ,  th e  f in a n c ia l  r e p o r t in g  and d is c lo s u re  by banks o f  t h e i r  
LDC le n d in g  h a s  b e en  s u b s t a n t i a l  and  h a s  a l lo w e d  o u r  c a p i t a l  m a rk e ts  t o  f u l l y  
e v a lu a te  them —w h ile  a t  th e  same tim e , p e rm it t in g  th e  banks to  work w ith  each  LDC 
in  a f r e e  m arket environm ent to  produce a p p ro p r ia te  s o lu t io n s  t o  th e  needs o f  b o th  
d e b to r and c re d ito r ."  Mr. Keaveney's te s tim o n y  ad d ressed  s ix  s p e c if ic  to p ic s  as  
fo llo w s: 1) A ccounting fo r  lo an  lo s s e s ;  2) F in a n c ia l A ccounting S tan d ard s  Board 
O p in io n  15 -  " A c c o u n t in g  b y  D e b to r s  a n d  C r e d i t o r s  f o r  T r o u b le d  D e b t 
R es tru c tu r in g ;"  3) A ccounting fo r  D eb t/E qu ity  Swaps; 4) A ccounting fo r  P h il ip p in e s  
Investm en t Notes; 5) Repeal o f  th e  ta x  d ed u ctio n  fo r  loan  lo s s  re s e rv e  a d d itio n s  
fo r  la rg e r  banks, and 6) F oreign  ta x  c r e d i t  l im i ta t io n s  in c lu d ed  in  th e  Tax Reform 
A ct o f  1986.
D u rin g  h i s  te s t im o n y ,  Mr. K eaveney e m p h as iz ed  h i s  o p p o s i t io n  t o  d e f e r r i n g  
lo an  lo s s e s  fo r  LDC loans. He s ta te d ,  "D efe rra l o f  lo an  lo s s e s  fo r  LDC lo an s , an 
acco u n tin g  p rocedure  suggested  by some, would n o t be in  accordance w ith  g e n e ra l ly  
a c c e p te d  a c c o u n tin g  p r i n c i p l e s  and , i n  my o p in io n , w ould  je o p a r d iz e  th e  
c r e d i b i l i t y  o f  bank  f i n a n c i a l  s ta te m e n ts . . .A n y  p r o p o s a l  b y  t h i s  S u b c o m m ittee  
sh o u ld  s u p p o r t ,  n o t  s u b v e r t ,  th e  c r e d i b i l i t y  o f  ban k  f i n a n c i a l  s ta t e m e n ts ."  He 
a l s o  a d v o c a te d  " r e in s t a t e m e n t  in  t h e  t a x  co d e  o f  t h e  r e s e r v e  m ethod  f o r  lo a n  
lo s se s  and r e l i e f  w ith  re s p e c t  t o  th e  fo re ig n  ta x  c r e d i t  l im i t a t i o n —a t  l e a s t  as  
i t  a p p l i e s  t o  LDC lo a n s . . . ."  Mr. K eaveney h a s  b e en  a  member o f  t h e  AICPA s in c e  
1966 and i s  a  form er member o f  th e  AICPA's Banking Committee.
3SPECIAL: PROPOSAL TO AICPA MEM B ERS H IP  ON MANDATORY PEER REVIEW NARROWLY DEFEATED
A 61 p e rc e n t fa v o ra b le  v o te  was awarded to  a  p ro p o sa l su b m itted  fo r  a  v o te  t o  members
o f  t h e  A m erican  I n s t i t u t e  o f  C e r t i f i e d  P u b lic  A ccountan ts (AICPA) to  r e q u ire
m em b ersh ip  in  th e  I n s t i t u t e ' s  SEC P r a c t i c e  S e c t io n  f o r  f i r m s  w i th  SEC c l i e n t s .  
A lthough th e  n ecessa ry  tw o - th i rd s  m a jo r ity  v o te  o f  a l l  AICPA members t o  ach iev e  
passage  o f  th e  p ro p o sa l was n o t a t ta in e d , P h i l ip  B. Chenok, AICPA p re s id e n t ,  s a id  
t h a t  m ore th a n  130,000 m em bers v o te d  on th e  p r o p o s a l  and  t h a t  " th e  r e s u l t  i s  a 
s tro n g  s ig n a l  o f  o u r c o n tin u in g  commitment t o  q u a l i ty  enhancement program s." J . 
M ich a e l Cook, c h a irm a n  o f  th e  AICPA, s a id ,  " In  v iew  o f  th e  s t r o n g  m a jo r i t y  
f a v o r in g  p e e r  r e v ie w  f o r  AICPA m em bers a u d i t i n g  p u b l i c l y  h e ld  co m p an ie s , th e  
I n s t i t u t e  w i l l  s t ro n g ly  su p p o rt th e  t h r u s t  o f  a  s im i la r  p ro p o sa l fo r  p e e r  rev iew  
re c e n t ly  is su e d  fo r  comment by  th e  SEC. I  would have p re fe r re d  fo r  o u r p ro p o sa l 
t o  have been adopted  f i r s t ,  b u t reco g n ize  t h a t  th e  SEC approach w i l l  in  su b stance  
ach iev e  th e  same o b je c tiv e ."  Mr. Cook a ls o  s ta te d ,  "Our commitment to  im proving 
th e  q u a l i ty  o f  p r a c t ic e  th ro u g h  p e e r  rev iew  i s  s tro n g . T h e re 's  no doubt t h a t  p e e r  
rev iew  i s  h e re  t o  s tay . I t  i s  an e s s e n t i a l  e lem en t o f  th e  p ro fe s s io n 's  commitment 
t o  s a f e g u a r d in g  th e  p u b l i c  i n t e r e s t  in  th e  q u a l i t y  o f  w ork  done by  CPA f i r m s ."  
More th a n  85 p e r c e n t  o f  a l l  p u b l i c l y - h e l d  co m p an ies  a r e  now a u d i t e d  by  f i r m s  
s u b j e c t  t o  p e e r  r e v ie w  r e q u ir e m e n ts  im posed  by  th e  f i r m s ' p a r t i c i p a t i o n  i n  th e  
AICPA's v o lu n ta r y  p ro g ram . A l a w s u i t  c h a l l e n g in g  th e  AICPA's re fe re n d u m  was 
dropped a f t e r  th e  outcome o f  th e  v o te  was d is c lo se d .
For  f u r th e r  in fo r m a tio n  c o n t a c t  S h ir le y  H odgson o r  J o sep h  P e t i t o  a t  2 0 2 /8 7 2 -8 1 9 0 .
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